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'Linda A;’ Watters, .Rehabﬁitafor of The Wellness Plan, by Michael A. Cox, Attorney

L rz(}‘eneral ()f the State of Michigan, moves for an order approving the Rehabilitator's plan to seil

o g fully deqcmbed be:iow In quppert of this Petition, the Rehabilitator retics on authority granted to

[ - f::;"her by Sectzons 81 13 and 81 14 ofthe Insurance Code of 1956, as amended, MCL $00.8113 and

5 e :MCL 500.8114, and on the facis and rationale set forth in this Petition.



E ‘STATEMENT OI* FACTS

1 Thfz Wellness Plan Was placeé into rehabl}ztatmn pmsuant to Chapter 81 of the

L :: : Wcﬂness Plan is a heaith maintenance orgamzatzon wxi"h 103,000 members. Tt pmmdes health

'_;';j-caxe semces m severai service areas, although its primary membership is located in southeast

- _."'Mmlugan Mos’t of its members are recipients of health services under Medicaid.

| B . .?urs_uant' to MCL 500.81 3.4,. the Court appoirited Linda A. W atters, the Commissioner

R of thé Office of ?in'anciai and Insurance Services, as the Rehabilitator.

3. The Court haq excius,ive 3urisd1ctzon over creditor claims against The Wellness Plan.

R f':;Ii is expccted that the Rehabilitatoi's plan to seli assets of The Wellness Plan presented by this

| ':':'Petmon wﬁl gencrate sufficient funds to satlsfy the creditor claims against The Wellness Plan,

Bne :jSepmmber 30,2004,

5 An Invﬁdtzon to Bld with respect to Medicaid contract for the period from October 1,

2004 thr-;}'ug_h Sieptember 30, '20_{)6,' Wi_th up to three one-year extenisions, Bid Number

07114001168, was issucd by the MDCH on March 23, 2004. The new Medicaid contract will

' : ._{;évéf"thé above périod. The deadline for submi'ttiﬂg a bid is Friday, May 14, 2004. In order to

. refnain géaﬁdmicaﬁy viable, The Wellness Plan would rieed to sibmit a successful bid for a new

e 5'Mé&i¢ai§ confract.

L 6. 1n Cfdéfto receive a Medicaid contract under the Invitation to Bid, a bidder must meet

e

R ali"@ijii@éblé SE;g,ﬁﬁﬁer financial requirements set forth in the Michigan Insurance Code,



S jﬁﬁ; mcludmg net worth mimmum cap1ta1 and surplus, and Risk Base& Capltaj (RBC). Invitation to

Bld Sectfon IV=B p '76 An entﬁy Who 1S purchdsmg a Medzca;d HMQ and washes to participate

m btddmg, mmt addltmnally sub}mt the following:

._ i 1. An executed fully bmdmg purchase agreemen‘t dated on or before May E"S' 2004
e Zbctwcen the purchasing btdder and the HMO(S} bemg purchasgd or’

_ j-2 An exccuted fuily bmdmg fundmg agreement dated on or before May 15,2004, be
S ;fbetween a ﬁmdmg agency and the bidder; or

3 An Order from the Court authemzmg the sale or Durchase of one or moze HMO%
o _dated on or before Mdv 15, 26}04 (Emphasm added).

.Invxtatmn to Bid, %ctmn IV-B,p 77.

: :_ o -’7 The Wei Iness Plan has reported to the Ofﬁce Of bmanmal and Insurance Services on

L :::::; o ;Form FIS 320 (December 31, 2(}03) that is has a ne;zatwe kamﬁ camtal reserve of $29 4

- :'.: 'h’l;lh(}ﬂ Pursuant tc} MCL 500, 3555(b) The Wellness Pian shali fot have 4 na,g,atwe wor kKing
R :_.::: _capﬁal re:-,erve .
8 The W&lineqs Plan does not meet the Risk Based Capztai (RBC)- reqmrements

e .'Pursuant to MCL 500 35%1(4) the C0m1n1<:51oner is requu ed to conmdcr RB(L reqmrcments as

i-f_ Idwe oped by the Naﬁona,i Assoczatlon of Insurance Commissmners in m‘der to determmc

o comphance Wlth MCL 500 4(}’% whlch reqmreq that Fhe Welin%s Plani be "safe, reliableand

. f'::':: '02 The estabhshed standard is 20{}% RBC to measure mmﬁnum nceded capﬁal gwen the
i -.: .: _health plan s szze amd risk profile. The Wellness Plan is at 123% RBC whwh i‘i $5. 5 mﬂhon
""" i '-;-s,hort of 200% RBC level.
| 9 In mdcr to meet the above financxal reqmremen{s ‘{0 recewa the 2004 Medica‘;d

e _':_."Lon‘tract The We Eness Plan would nceé a cash infusion of at least $29.4 million based on the




1{) Bec&u%e The Weliness Plan does not now and W1E] not on May 14 20{)4 imeet the
R :statutory workmg cap1ta1 and RBC requirermenits, it is meEx;:,zbie to bid on or receive a new
e g :' _::'5Mcdtca1d conh ac,t m 2004,

} 1 Without a sale of membersth assets to a quaizﬁed ehgibie b1dde:1 ‘the M_DCH will

S :reasszgn The Wdlness Plan $ Medlcazd me‘mberg to other HMO% effe,c’{zve o latez thd{l October -

5 '::' i 2004 The MI)CH will transfer the members wﬂhout c:ompensatmn o' Tbe Wellnc%% 'Pia.n or -

o - 1-_:_:Wc.ﬂfleSS P‘Ian to pay its claims.

H THE AUTHQRITY OF THE REHABILITATOR TO ACT

S 'jl_.lnsurance Code of 1956 MCL 500.8114, which provzdes in pertment part:

R P ;j o (2) The rehabliﬁaior may take such action as hﬂ or she consxders ncccssary or
o appropnate to reform and revitalize the insurer mciudmg, but not limited to, the
R powers in section SIZE(I)(Q (0, (), (r), and (u). The fehabilitator has all the
‘powets of the directors; officers, and managers, whose authority shallbe ~
S 'Suspended except as they are redeiegaicd by the rehabilitator, The rehabilitator
- has full power to direct and manage, to hire and discharge empioyeeq subject to
o any contract nghts they may have and o deai thh the ‘{)101361"?;\1 ar’zd buqmess of
. _[ﬁthc insurer.

o 3.(4) If the rchabihtator dctemnmes, that rcerganuatmn con%ohda‘txon convu sion,
“reinsurance, merger or other transformation of the insarer s appropriate hé or she
-7 shall prepare a plan to effect those changes. Upon application of the rehabilitator
. for.approval of the plan, and after notice and heamngs as the court may’ prescnbc _
- 'the court may either approve or disapprove the. plan proposed, or may modify it
- and approve it as modified. A pian approved under this section shall be, in the




' Court's udgmcnt fazr and equitable to all. parties concerned. If the plan is
o amaroveei the rehablhtator shall 1mniement the plan,

(Fmphasm added)
13 The Rehablhtater has 1egal tiﬂe 0 all of the assefs of The Wellaess Plan pursuant 10

Sectmn 81 13 of the Insurance Cod(, of 1956 MC‘L 560. 8E 13 thh prov&des in pertinent part:

o 5:(1) An order to rehablhtate the business ef a ciome%tzc insurer, or an alien insurer
" domiciled in this state, shall appoint the ¢ commissioner and his or her successors in
R 10fﬁce as the rehabihtamr, and shall direct the rehabilitator to take immudiate
possession of the assets of the insurer, and to administer them under the court's
- general supervision. The filing or recording of the order with the clerk of the
7 _circuit court or register of deeds for the wmnﬁy in which the principal busitess of
oo the company is conducted, or the county in which its pmnmpaj office or place of
S business s located, shall impart the same notice as a deed, bill of sale; or other
o e evidence of title duly filed or recorded with that regzster of deeds would have
S .- imparted. The order to rehabilitate the insurer shall by operation of. 1aw vest title
oL T U woall assets of the i insurer in the rehabzhtator L

Ce ;(Empha‘ii‘i added).

R SR w’._T.HE REOUEST FOR BID ?.R:OQESS'
o 14 Faced With the eventuai 1eaq31gnment of its 103 OGO membero, to othcr hea

RNt _mamten&nce orgamzatmng wzthaut ccmpensatlon and to preservc the maximum vaiue for the

' crcdltors the Rehablhtator dctermmcd tha.t 1t was necesqmy, and in the best mterests of the

rnpe:nwbc«:rsaa credators proméérs, and the pn’bhc to solicit offerq fmm mterested pdmes for the sale
----- L .gf The Weilness Plarx o another mttty that would be ehgxblc, to bid on the Mcdzcaid ‘contract,
: 15 A Requcst for Bid letter on behalf of the Rehablixtatoz was 1ssue{i on Ma;ch 9 2003,
e o '.:sohcatmg affers from interested ‘mzyers to submzt their best and final offer to the Rehabilitator for
.:;-:'_.':f:.éhe purchase'of_ -as'iets of The Wellness Plan, OmniCare Health Plan orboth. A 'représemative

= cepy of the Request for Bid Iettei is attac‘ned to thm Petltmn at Tab 1.




16 The Request for Bld Eettez set forth a tlmcime for the bld process, and enumerated

e ;_f__:-_c,ritena ‘that the Rchablhtator Would consider when makmg her bcs*t Judgment to dntermmu whu,h

R :__offer or combmatmn of offers would best meet the needq of the credztors members and the

o _pubhc asa whoie The factors that were c.:oriszdered by the Rehabih‘rator in evaluatm,g, s the

o 5'3'; f_ propo’%ed b!d% mc!uded

oal Are the bidS fairand eqmtable to the credr{fors members and the pubim as a whole?

o ~b. Will'the bids provide full paymerit {o the creditors?

* ¢ How are post rehabilitation liabilitics treated?
- -¢. What assets ate being acuired?

e Commitment to employ current staff.

-+ f How'miuch is hemg paid? .
j;._g (}peratmnai experience and history ef the bzdder and xts managemeﬁt mciudmg
o Uregulatory history.
- _.h Availability of finds to complete the transactmn and any commgenéies rel ated to the
S -availability of funds. -
BRIt hnanmal reserves and solvency of the bidder and the preposed new entﬁ:y, 1f any,

‘E7 (}n March 17,2004, the Rahabzhtator recewed effers from four mtercsted pame:s for

' 'E_: 5 the purchase of the assets of The Weﬁnesg Plan.

' -m_lscdianeous assets.- :

19 The Rehabihtatm carefuﬂy reviewed the mcms of each of the four propoqed offers

Iy to determme whlch offer was in the best interest of Thc Wdiness Plan, its members the:

S cred.ltors the., pmvzders and the public, and which offer best satigﬁed the criteria set forth in the

U :.-'Requcst for B1d zssued by the MDCH.

20 The Rehabihtator detenmmd that the offer from AMERiGROU P Mwhx ga,n Inc., a

ey Mlchzgzm Corporaﬁon, best satistied the %elecﬁon criteria and the mtere@ts of T‘he Weiimsq Plan,




.  1ts members the creéxt@rs 111ciudmg the providers, and the public. The offer from

AMEREGROUP Mmhlgdn Inc. wﬂi

B -'c,ondltmns for a mininmum Of 12 months fo}lowmg s the closmg

S d prawde the opportunity for continued empioyment o some of the current Wellriess

: - _'empieyees

21 The Rehablhtator 81gned a ‘bmdmg Letter of Intent Wiﬂl AMFRIGROUP Mmhxga:a

S f:'f W SUMMARY OF AMERIGROUP'S OFFERTO. PURCﬂASE .

ASSETS QF THE WELLNESS:PLAN '

22 AMERIGROUP Corpem&on 1s a multi- state managed health care mmpany focused

i @xciusweiy on prowdmg h@a‘lth care serv;ces for low—mcome famﬂws the dlsabied and the

T i_?'--unmsured Wxthm the Medicaid pmgrams AMERIGROU? Corpm ation is a pubhcly traded stock

e *aomoraﬁ{m headquartered in Vrrgmza Beach Vu‘gmza AMERIGROUF’ Corpomtion has




b The W eilnec;s Plan's :rzghts under the cxzstmg, ot be 1ssued anew Med;caxd COi‘lti act

i ".'::WIﬂ'} MDCH for the service areas provzded in The Wellncss Pian § f,,urrent Medicmd contmct

o _'Medmaud Prowder Agreements as deﬁned in the Letter of Intem

d offer emp} oyment opporfumtws to current staff of The Weliness Plan ‘fG the exient

s : u% r@asmabie best éfforts to mtervzew and consxder currem empioyees that meet or cxceed

o ..:.S‘pemfv ic 5ob requ}rmnents

24 In order te suu:essfuﬂy bld on'a 2004 Medicazd contiact AMERIGROUP Mmhzg,an

e _:lginc must have: a network adequate to prcmde care to The Wciines% Plas 5 Medmmd memberq

Tl :_:3 _!-sufﬁment nme to negahate new contractq with all of The Weliness Plan s provzders

25 An extensmn of the emstmg Med;ca.id Provxdw Agreemcms is therefore ’necessary to

e .ensure unmtermpted health care services for the members and for AMEREGROU? Mmhlgaﬁ

(e f'::,Enc to havc: a prowder network in place ot October 1 20(}4 the effLCiEVG date of thzs tramactmn.

Sl ':On Iuiy I 20(}3 the Com‘t ord@red the continuation ef all @xmtmg Medu azd, Prowdei

o _.5:Agreements W1th The: Weilness Pian until furthez’ ozrder of the Court The R@habﬁltaior requestb

e ':ﬁ_-' th&t the Cgurt order all of The Wellness Plan s rights and obhgations occumngg under s exzstmg

G .:_-"-Mcd‘zcmd Prowder Agreements be assxgned to AMERIGROUP Mfchzgan Ine. effectwe October

o :'_-j: :-} 2{)04 and except to the exten‘t a gwcn Medicaid Prowder Agiecmcnt pmwdes for a long,er

term extend the ex1stmg Mcdmaid Provxdei Agrecments untd September 30, 2005

26 AMERIGROUP Mlchlgan Inc s acqulgltwn expressiy excludes:

a aH other non»Meciicaid lines of busmess of Thc Welinesq Plan.




R o '.b ’Ihe Weﬂnws Plan's chmcs and reaI property, pmvzded however that ;t 18 antiupated

R : tha.t a Medlcaid Provider Agreement will be execuu,d w:th AMERIGROUP M:chlgan

R S :_';Inc for aii of the chnlcs

: : ..c al 3 cash and deposus of The Wellness Plan,

o _d any habihty arising out of or reiatmg to the busmeq% {:laims or lzabﬁmes of‘ The

S -_'jWeliness Pian emsimg now or at any time in the futm‘e

R :member to the extent the transferred member%th is iess than, }(}3 OOO as of the fil st of the month

B ':_:.3__5_followmg thc effectzve dat@ of October ] 2004, 1.e. Novemberi 2004 The mfusmn of the

[ _purchase doﬂar‘s mtf} The Weliness Plan shou}d result in xts abihty t{) pay Outstandmg crecﬁtof

S :daims and te {gm@}y pay its provzdcrs Because thc purchage pﬁce wﬂl dec:rease by $368 93 for |

. "every membe,r who does not stay Wzth AMERIGROUP M1ch1gan Enc zt is essentz al that the

e :notwork of Des1@1ated Med;cazd mederq ‘as deﬁned in the,, Lﬁ:ﬁiﬁ:}" of Intent be ma}ntamed to-

S ':mlnnm?e the dcparture of members Any éecrease in membershlp wa requit in less mmey that




o ' f.fuily bmdmg purchase agreement pursuant to the terms of the Letter of lntcnt dated on ot before

i fSaturday, May 15 2004 or an Order from the Couﬂ; authormng the %aIe or purchase of The

o f_; :'::- W eiiness Plan d&ted on or before Saturday, May 15, 2004 inwtatwn te Ezd IV B P 7 7.

3} in order tc} meet ‘the @stabixshed tzmchnes it 1<; nece;%sary for ihe Court to ‘g,i\/b 1ts

: approval to “the proposed sale of The: Wellness Plan’s aqsets to AMER?GR{)UP Mwmgan Tnic.

: befere May 14 2004

VI ATTORNEY GEN}LRAL SUPERVESION ()F THE WELLNESS PLAN
= CHARITABLE TRUST

e Becausc ’Ths Welinescs Plan i isa cfharztable pum{)‘;e corporatmn 1t 1s a mglstfsred chantd,bie trust

o subj cct to the Attomey Gen@rai‘s supervxslon pursuam to the Supe,rvxsmn of Tmstees for _

E_.":_"Chan{ab}e Purp(}ses Act MCI 14 251 et seq.




o : : compehtwe bzd pracess for the assets, and the necessxty of couﬂ: appmva} tha‘f any vaiuatzon

. = c@ncems that may otherwzse be present due to tack of an ap@ramal wouéd be aliewated Lastly

i ::_;‘{"he Chamabla Tmsi Se(,tion f@und that The Weﬂness Pian had 1o donor 1e%tricted assets |

S Accordmgly, t'he Attomey General § Charitable Trust Sectmn has méica‘wd it has 1o- objectmn to

R '_the proposed saic Gf assets in this tmnsactxon

34 Subsequent dlsmbuﬁon of proceeds in the reccwerqhip eqtate ﬁom ‘the sa}e of The

o _: Weliness Pian 8 c,hantabie assets would be subject to review by thc: Attomey General g Chamab

" _...'_'.Tzi'_'ﬁStSBCmOil..- .

o S VIL N@TICE

%5 The Rehabﬂitator will provrde Notice to mtere«;ted pcrsom in accordance: thh the

o ﬁ_:;-(f‘eurt's Aprﬂ 8 2004 (}i"dé,i"

RELIEF REOUESTED

Thc Rehablhtator 8 plan 1o seli the assets of The Weﬂne&s P}an to A‘\/EERIGROUP

Ty : pian is fasr and equztable tﬂ The Welinws Plan's credltom membms and the pu‘bhc

5 } ;'.Accerdmgjly, the Rehabihtators proposed transactmn wzth AMERIGROUP Mmhlgan Inc

- should be approved

Based on the foregemg, the: Rehablhtator requesta that the Court enter an Grder that

1 Fmds that the transaction is an armg iength transactmﬂ ente;ed into in good faith by

2 Fmds the Rf:habihtaters salt, Oi’ The Weﬂness Plan 8 assets to AMERIGRQUP

i ' -:;lechigaﬁ Inc under the terms and conditlons set forth in tbe Letter of Intem is fan" and cqmtabie



g 'f;'_'__ .'_pubhc as a whole
3 Authomzes the Rehabﬂitdtor to sell The Weﬂneﬂ;s Plan § assc,tq to AMERIGROUP
i S Michxgan Inc su’bstant;ai}y on the terms and condmons set forth in the Letter of Intent

4 Assugﬁs The Weﬂnec;s Piz’m 5 hcense to AMERIGR(}UP Mlchigan Enc effectwe

S The Wellncss Plan's Medzcaid ?mwd@r Agfeements wﬁl yewmain in fuli force and

S ;] | -'-'effect untzl the Iater of Ssptember 30 2005 or the tertmnation date in thc bpemﬁc Medicmd

' :'.:55'.'_5 '_'AMERIGROUP Michigan Inc free and clear of all clalms hcns encumbzances obhgatzom

s '.-hablhties 01 ofrher mte‘rﬁsts, mcludmg, W1thout hmﬁation Lxcluded Clanns as defmed in fhe

f(}r such hab;hties and 0bhgat1ons The Couri W}H retam exciu%we Junsd:ctmn to resolva any

e : Elabihtws or obhgatmm tha‘t are a§serted against AMERIGROUP chln gan, Tne a;&er the

S :'::Cms;ng



A gree:'r'ﬁiént

8 Provzde% such other and further dlrcctzon as may be neeessary to fuliy 1mpiement the

proposed transaction

Respectfully su‘bmﬁted’ s e

~Attorney Ge’nera}__,. [

(j’"i

S S - E.John Blanchard (P2888})
B T : William A. Chenoweth (P2’7622)
David W. Silver (P24781)
Assistant Attorneys General ﬁ_i o
Insurance & Bankmg, Dmsmn
P. 0. Box 30754 -
. Lansmg, MI 48909
(31737311607
Fax: (517)335- _6’755
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